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ByENOS AUtES— -French journalist 
Jean-Jacques Servan-Screiber, address- 
ing Europeans in his book “The Amer- 
ican ^Challenge,” wrote that “the pow- 
er, the speed, the pervasive nature of 
American investment are a warning 
and a challenge to us. What kind of 
future do we want?” 

He predicted that the third greatest 
industrial power soon might be “not 
Europe but American industry in 
Europe.” 

Now, like fallout from a nuclear ex- 
plosion, Servan-Schreiber’s warning has 
drifted across the Atlantic to Latin 
America, where U.S. business casts- per- 
haps its longest shadow. 

Direct private U.S. investment is 
estimated at more than $10 billion. 



That is less than in Canada or in 
Europe, but Latin America is underde- 
veloped— with little home-grown indus- 
try. On this limited economic land- 
scape, U.S. business looms large. 

U.S. business directly employs al- 
most 2 million Latin-Americans, and 
there is no estimating the number in- 
directly dependent on this investment. 
It accounts for 10 per cent of the total 
output of goods in Latin America and 
pays one fifth of all taxes. 

American business produces a third 
of all Latin-American exports. In coun- 
tries like Chile or Venezuela, depend- 
ent on mining activity requiring a high 
degree of technology and financial re- 
sources, .the basic means of national 
livelihood is controlled by firms owned 
in whole! or in part by U.S. investors. 

Even vjdiere this is not the case, the 
American presence intrudes prominent- 
ly on the business scene. 

For example, the largest country, 



Brazil, earns its living from such agri- 
cultural products as coffee, and the 
agricultural sector of the economy is 
almost entirely in the hands of Bra- 
zilian citizens. 

However, in recent years, Brazil has 
built up a sizeable industrial base that 
produces for internal consumption, "'and 
here the picture is considerably differ- 
ent. Of the 30 largest companies in 
Brazil, six are controlled outright by 
Americans (Ford, General Motors, Gen- 
eral Electric, Union Carbide, Firestone, 
Anderson Clayton). 

Thus it is that “The American Chal- 
lenge” is probably the most widely 
read and talked about book in Latin 
America today. In Servan-Schreiber’s 
warnings about' the impending decline 
of Europe as an independent economic 
force many think they see the story of 
what has already happened .to Latin 
America. 

See LATIN, A10, Col. 1 
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I LATIN, From A1 

S® In some countries, if a man 
Is of the upper or middle class, 
the com flakes he eats for 
breakfast and the refrigerator 
from which he takes the milk 
were made by American firms. 
Afterward, he is apt to drive 
: to work in a car manufactured 
or assembled in an American- 
; owned plant. 

A Along the way, he may drop 
his wife at an American super- 
market. In the evening, they 
will probably relax in front of 
an American-made television 
set or go to an American film 
released by an American dis- 
tributor. 

The worker in manufactur- 
ing, mining, or the growing of. 
commodities like bananas or 
sugar, frequently will have an 
American employer. He may 
even live in a house and send 
his children to schools provid- 
ed by that employer. 

Whatever the worker grows 
or refines at some stage it will 
pass through a machine or 
process invented by American 
technology and brought in by 
American business. If the 
product is exportable, the 
chances are that its Ultimate 
sale will take place in the 
U.S. market. 



Overall, An Impact 

All this activity has had an 
impact fully as important as 
the influence of such power- 
ful home-grown institutions as 
the military and the Church. 

On the surface, at least, that 
impact looks like an unreliev- 
ed plus. 

Wherever American invest- 
ment is at work, the results 
usually can be measured in 
terms of a higher gross na- 
tional product and increased 
prosperity for formerly de- 
pressed communities. It has 
meant better wages, working 
conditions, fringe benefits and 
social mobility for thousands 
who would otherwise face 
bleakest poverty. 

At the same time, the on- 
slaught of U.S. investment has 
played a big part in producing 
the political and social ferment 
that is the story of modern 
Latin America. Frank Tannen- 
baum, the dean of U.S. schol- 
ars specializing in Latin Amer- 
ica, points out that much of 
this ferment is directly caused 
by the “consumer revolution 
propelled by the United 
States” which has done much 
to make Latin Americans dis- 
satisfied with the existing 
order. 

“Americans,” Tannenbaum 



says, “are unaware of their 
role as the gravediggers of 
class-ridden and stratified so- 
cities. They are merely selling 
toothpaste, fountain pens, and 
modern plumbing. In fact, 
however, they are undermin- 
ing the stratified society char- 
acteristic of Latin America.” 

Ironically, U.S. business now 
is the target of the ferment 
that it helped to create, and 
it may thus soon face the most 
serious threat since Fidel Cas- 
tro expropriated the sizeable 
private U.S. interests in Cuba. 

In part, this is because the 
American business community 
here has been identified in 
Latin eyes with the most in- 
tractable elements of the 
“stratified society.” Foreign in- 
vestment is thought of as part 
of the old order, and is vulner- 
able to attack from those who 
would end the old ways. 

New Nationalism 

In addition, in recent 
months Latin .America has 
been subjected to a strong 
new tide of nationalism that 
looks with hostility on all 
foreign influences. It is a na- 
tionalism that finds many ele- 
ments on the political right — 
long regarded as the staunch 
ally of foreign investment — 
joining forces with the left to 
shout that outside business in- 
terests must be curtailed or 




even expelled. 

Last October, for example, a 
nationalistic outcry against the 
status of a U.S.-owned oil com- 
pany in Peru triggered a mili- 
tary coup, the nationalization 
of . the company and a severe 
crisis in U.S.-Peruvian rela- 
tions. 

In the face of this hostility, 
U.S. companies are increasing- 
ly reluctant to make new in- 
vestments. David Roekfeller, 
board chairman of the Chase 
Manhattan Bank, sums up the 
feeling of investors: “People 
don’t want to invest their 
money, if their property may 
be taken away' from them, 
even if they get their money 
back.” 

Latin America, in turn, is 
now finding it harder to com- 
pete with other areas iii at- 
tracting foreign investment. 
Over the last five years, the 
net inflow of new U.S! invest- 
ment to Latin America has re- 
mained relatively stable, while 
in such areas as Europe ■ and 
Canada there has been large 
annual increases. 

These are the cross-currents 
that preoccupy Latin Ameri- 
can leaders as they ponder the 
question posed by Servan- 



Schreiber: “What kind of fu- 
ture do we want?” 

Is Latin America to con- 
tinue as an underdeveloped 
area producing raw materials 
for industrial nations? Or can 
it break the restraints of un- 
i derdevelopment and become a 
modern industrial consumer 
society like the United States 
and Europe? 

Does progress imply an even 
greater abandonment of the 
Latin business sphere to 
American firms with the 
money firms with the money 
and technology to create new 
industries? Would it be better 
to make a clean break — to cast 
out not only foreign invest- 
ment but also the region’s 
traditional capitalist structure 
and go it alone with new forms I 
of statist control over the 
economy? 

Or does the solution lie in 
some middle group? Can 
American business be brought 
into new forms of partnership 
with both private and public 
Latin American capital— -part- 
nerships in which the Latins 
would eventually become the 
principals and reassert control 
over their own economic des- 
tinies? i 

These are the elements of 
the debate in a region groping 
for tooth modernity and an in- 
dependent ientity. 

Those who remain confident 
that foreign investment can not 




only survive but actually ex-! 
pand its role base, their, think- 
ing on many factors— not the 
least of them being the change 
of administrations in Wash- 
ington. 

The shift from the Demo- 
crats to the Republicans, it is 
argued, provides a convenient 
time to reexamine the Alli- 
ance for Progress. Until now, 
the Alliance has given almost 
exclusive emphasis to devel- 
opment through governmental 
action, and U.S. assistance has 
concentrated on government- 
to-government lending. 

Alliance for Progress 

Recently, however, there 
has been a growing conviction 
on all sides that the Alliance 
is failing to do the job for 
which it was conceived. The 
U.S. Congress last year 
showed its disenchantment by 
slashing U.S. Alliance contri- 
butions. 

Now, the United States has 
a Republican President who 
is not expected to be as will- 
ing as his Democratic prede- 
cessors to go to the mat with 
Congress over foreign aid ap- 
propriations. As a result, it 
seems unlikely that U.S. Alli- 
ance contributions will again 
reach the $1 - billion - a - year 
level. 

During his campaign, Presi- 
dent Nixon spoke of the need 
for “new approaches” to the 
Alliance, and many, students 
of the aid problem are now 
suggesting that these ap- 
proaches should follow the 
same lines proposed by Mr. 
Nixon for the solution of do- 
mestic problems — turning a 
big share of the burden over 
to private business. 

To many people, including 
most Latin government lead- 
ers who have been in the fore- 
front of fighting to affect Al- 
liance or Progress reforms, 
this has some alarming impli- 
cations. They hear that in- 
creased emphasis on business 
investment gradually would be- 
come a substitute for govern- 
inent-to-government lending 
ancKan excuse for the United 
States to make less and less of 
a direct foreign aid contribu- 
tion to Latin America. 

It is true that many U.S. 
business leaders take the sim- 
plistic view that private en- 
terprise alone can solve the 
problems of Latin develop- 
ment and that "large-scale for- 
eign aid is not needed. But 
there are others who, while 
continuing to believe that first 
emphasis- should remain on 
governmental aid, also see an 
urgent new role for private in- 
vestment. 

Because of disenchantment 



with the Vietnam war and j 
other factors, they contend, j 
| the United States is going! 
through an internal reapprais- 
J al of its foreign committ- j 
ments. The increasing hostil- 
1 ity within the U.S. Congress to 
foreign aid is only one symp- 
tom. 

However, they point out, 
world events will not stand 
still while the United States 
completes the process of re- 
defining foreign policy goals, 
deciding where it will put its 
future prorities and where it 
will make some measure of 
disengagement. During the in- 
terim, it is necessary to erect 
temporary structures that will 

provide some element of con- 
tinuity and allow a transition 
to whatever new directions 
emerge in U.S. foreign policy. 

Where the problems of 
third-world development are 
concerned, private U.S. foreign 
investment would seem to lend 
itself to use as such a tem- 
porary structure. By accelerat- 
ing its tempo and changing 
some of its emphasis, it could 
keep alive the spark of de- 
velopment in underdeveloped 
areas while the United States 
gropes toward new approaches 
to foreign aid. 

Among the world’s under de- 
veloped areas, it is Latin 
America where U.S. business 
has its most sizeable commit- , 
ment. Therefore, according to 
this argument, it is in Latin 
America where the idea of 
foreign investment as a temp- 
orary— or even permanent- 
solution to development prob- 
lems can best be tested. 

Such a proposal turns on 
premises: that Latin America’s 
problems are mainly due to a 
lack of capital, and that de- 
! velopment of the region would 
be hastened if there were 
more local and U.S. private 
investment. 

1 This argument can be fault- 
ed on the grounds that it tends 
to concentrate on economic 
considerations and slights the 
need for reform of outmoded 
political and social institu- 
tions. 

The importance of capital 
denied. Castro lectures on the 
error of “geographic fatalism” 
that had tied Cuba’s economy 
to the United States. But Cas- 
tro, too, needs capital, and has 
simply traded the U.S. source 
for the Soviet 
Yet, even when it is con- 
cluded that Latin America 
has a critical need for capital, 
the problem remains of how 
to attract it at a time when the 
tendency of potential investors 



j is to shy away from tne area. 

In the past, this problem 
was overcome in one of two 
ways: by offering a profit re- 
turn so high that investors 
were willing to take the risk 
of going into an unstable situa- 
tion, or by creating what busi- 
nessmen like to call a “favor- 
able investment climate” 

often a euphemism for a busi- 
ness-oriented, right-wing dic- 
tatorship. 

The first answer represents 
one of the chief reasons why so 
many Latins regard foreign 
firms as exploiters. The sec- 
ond runs counter to the Alli- 
ance for Progress goal of 
fostering democratic, equitable 
'governments. 

It is because business relied 
so heavily on such induce- 
ments and safeguards in the 
.past that the current wave of 
| Latin nationalism finds so 
many converts. 

Risk vs. Reform 

The problem then becomes 
one of finding a way to over- 
come the high risk of invest- 
ing in Latin America and still 
allow the Latins to engage in 
political and social reform. 
Those who believe in the need 
for increased foreign invest- 
ment advocate changing the 
focus of U.S. foreign aid to 
provide subsidies, incentives 
and safeguards to American 
capital. 

Among suggested measures 
are eliminating the tax on re- 
patriated earnings from invest- 
ments in Latin America, tax 
credits on initial investments, 
and insurance to protect inves- 
tors against expropriation and 
other forms of political penal- 
ty. Without such measures, 
businessmen and government 
officials often agree, there is 
no hope for any substantial in- 
crease of private U.S. invest- 
ment in Latin America within 
the foreseeable future. 

Peter T. Jones, who dealt 
with Latin-American problems 
as a Commerce Department of- 
ficial under Presidents Ken- 
nedy and Johnson and who 
now works for International 
Telephone and Telegraph as 
a vice president of its Latin- 
American division, states the 
argument this way: 

“The problem of introduc- 
ing jobs and progress into a 
poverty-stricken area like the 
Northeast of Brazil is the same 
as the problem we have at 
home in Appalachia. There’s 
no reason why business should 
want to go in there unless you 
give it special incentives. 

| Either you subsidize it, or it 
just doesn’t grow.” 

Jones and others who ad- 
vocate more emphasis on pri- 
vate enterprise within the 
foreign aid program call for 
vigilance against a return to 
the laissez-faire days before 
the Alliance when benefits 
went largely into the pockets 




I of a small group of business- 
men and their cohorts in gov- 
ernment. 

To prevent this, they say, 
any private business subsidies 
and incentives built into the 
aid program should concen- 
trate on investments that 
would be dearly beneficial to 
large numbers of Latin Ameri- 
cans. In this category, they 
advocate a priority status for 
“joint venture” investments 
that would give local Latin 
capital the chance to get in on 
the action by associating with 
U:S. financial and technologi- 
cal resources. 

In the view of most Latin 
American businessmen econ- 
omic analysts, joint ventures 
represent the key to whether 
foreign investment .will con- 
tinue to be an important force 
in Latin America. 

They warn that unless indig- 
enous Latin capital is al- 
lowed to have a share of the 



region’s future economic de- 
velopment — indeed, eventu- 
ally to control this develop- 
ment — foreign investors will 
find themselves increasingly 
threatened by the nationalistic 
argument that they represent 
an alien, exploitative force. 

To prevent this, they say, 
any private business subsidies 
and incentives built into the 
aid program should concen- 
trate on investments that 
would be clearly beneficial to 
large numbers of Latin Ameri- 
cans. In this category, they ad- 
vocate . a priority status for 
so-called “joint venture” in- 
vestments- that would give 
local Latin capital the chance 
to get in on the action by as- 
sociating with U.S. financial 
and technological resources. 

In addition, they add, incen- 
tives are needed for invest- 
ments that will create jobs, 
promote the tourism and ex- 
ports on which Latin America 



relies for foreign exchange,* 
modernizes backward technolo- 
gy, and help bring private 
enterprise into a bigger role 
in community and national 
development. 

This is a tall order, and even 
the most enthusiastic partisans 
of the idea do not pretend that 
private enterprise on its own 
will be able to complete the 
development process. 

Public Sector 

Most concede that continued 
large-scale governmental plan- 
ning and spending wil Ibe nec- 
essary to cover many areas 
that business investment can- 
not reach. This means that the 
aid program, however it is 
changed, would still have to 
provide long-term development 
loans on a government-to-gov- 
ernment basis. 

There is also the need to ex- 
pand Latin America’s foreign 
.trade opportunities — a need 



which many Latin leaders con- 
sider even more important 
than increased investment. 

In short, almost everyone 
agrees that no matter how 
much capital is supplied or 
saved through increased for- 
eign investment, additional 
hard currency obtained 
through trade and add would 
be needed to sustain a satis- 
factory rate of growth. 

Advocates of government in- 
centives to spur investment 
also point out that Latin 
America is a good place to 
test the idea because it is the 
least underdeveloped of the 
world’s emerging areas. Since 
Latin America already has the 
beginnings of a substantial in- 
dustrial base, it can benefit 
readily from a shift in empha- 
sis from public to' private de- 
velopment. 

If the idea worked in Latin 
America, the, experience gain- 
ed could be applied to Africa, 



Southeast Asia and the Mid- 
dle East. 

But would the Nixon Ad- 
ministration regard the incen- 
tive approach as worthy of be- 
ing included in its foreign-aid 
proposals, and would Con- 
gress, in turn, be willing to 
appropriate the needed money 
and sacrifice the tax reve- 
nues? And could enough pri- 
vate investors even then be 
found to give the idea a real 
test? 

Would American business 
find the inducements attrac- 
tive enough? Would it be will- 
ing to change its traditional 
methods of operation and 
combat Latin hostilities by en- 
gaging in more joint ventures 
and more involvement in the 
non-business activities of the 
Latin community? 

And, perhaps most impor- 
tant, what would be the re- 
action of the Latin American 
governments and peoples to 
| such an initiative by the 



American business commu- 
nity? Would they see the ad- 
vantages of working with for- 
eign investment on a new, 
more equitable basis? 

Or have the appeals of na- 
tionalism and statist-oriented 
ideas already made such in- 
roads that the proposed 
changes in investment empha- 
sis are doomed? 

These questions will be an- 
swered only when the Latin 
Americans decide how to an- 
swer Servan-Schreiber’s ques- 
tion, “What kind of future do 
we want?” ■ 

All that is certain todays is 
that the nature of foreign in- 
vestment in Latin America 
will have changed drastically 
a decade from now. 

NEXT: U,S. businesses that 
are trying to create a new 
image face a formidable ob- 
stacle— the reputaMon idf be- 
ing exploiters. " . $ ’ 
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